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KEY ECONOMIC INDICATORS! 
(money values in U.S. millions of dollars except where stated otherwise) 








s 
Change2 
Indicator 1978 1979 1978-79 1980 g 
(percent) ] 
C 
National income and product: x 
Gross domestic product (current prices) 46,184 57,261 20.0 376,652 I 
Gross domestic product (1975 prices) 29,768 31,778 3.2 338,567 4 
Gross national product (current prices) 44,046 54,835 20.0 _- 
Gross domestic fixed investment (current) 11,557 13,905 16.3 319,082 I 
Government consumption (current) 6,338 7,382 22.5 39,335 
Private consumption (current) 25,038 29,865 15:3 338,417 a 
Real growth rate (GDP) (percent) 2.3 3.9 70 37.9 
Per capita gross national product (dollars ' 
at current prices) 1,608 1,953 ai - ‘ 
Population4 (thousands) 27,399 28,084 2.5 - 
Finance: ! 
Value of total foreign exchange 
reserves) 6 2,564 5,096 92 7,399 7 
Gold reserves of Reserve Bank? (millions 
of ounces) 9.7 10.0 3 10.6 
Other foreign exchange reserves, Reserve ' 
Bank> 419 422 0 648 
Money supply> (M1) 5,905 7,381 20 8,770 ( 
Money and near money> (M2) : 12,969 15,205 13 17,308 
U.S. direct investment’ (book value) 1,968 2,011 asa - 
Trade: : 
Exports (excluding gold) (FOB) 8,566 10,524 19 86,458 
Export value of gold output 4,444 7,144 55 86,053 
Imports (FOB) 9,222 11,589 21 88,193 
Exports to United States? 2,259 2,616 16 81,692 
Imports from United States’ 1,079 1,406 30 81,010 
Indices: 
Manufacturing; > 9 1970 = 100 121.7 129.9 7 138 
Mining (except gold);5 9 1975 = 100 117.3 132.2 12.7 138.6 
Consumer prices;>5 1975 = 100 136.2 154.1 13.1 173.6 
Employment nonagricultural; 1975 = 100 102.8 104.9 2.0 _- 


Balance of payments: 
Current account | =.lance 1,529 3,571 126 82,734 
Visible trade balance (includes gold . 


Long-term capital flow (net) 6 -1,132 - 8_997 
Public finance: 

Exchequer receipts (excludes borrowing) 8,821 11,145 22 87,087 

Exchequer issues (excludes debt redemption) 11,364 13,649 16 88,150 

Government budget (surplus or deficit) -2,543 -2,504 -5 8-1,068 

External public debt 1,361 1,111 -21 8946 


‘Data for 1978 have been converted at the official rate of R1.00 = US$1.15. For 1979, data 
have been converted at the average exchange rate for the year, R1.00 = US$1.19. For 1980, 
the exchange rate is the average daily rate for the first 9months: R1.00 =US$1.27. Sources 
are South Afritean except where noted. Data for previous years may differ slightly from 
figures published in previous Foreign Economic Trends because of revision by the South 
African Reserve Bank. Included within the South African figures are data for Southwest 
Africa (Namibia), Transkei, Venda, and Bophuthatswana. 

2Percent change is based on rand values to avoid influence of exchange rate variations. 

3as of second quarter at seasonally adjusted annual rate. 

4Includes Transkei, Venda, and Bophuthatswana. 

SAs of the end of the year for 1978 and 1979 and as of June 30 for 1980. 

Gold portion of reserves, valued at 90 percent of free market price. 
7u.S. data. 

8First 6 months of the year. 


exports) 3,788 6,078 55 84,318 

Services balance -2,370 -2,701 10 8_1,733 
} 

9Physical volume of production. | 








SUMMARY 


Spurred on by the higher gold price, the first three quarters of 
1980 were excellent ones for the South African economy. Real 
growth in gross domestic product (GDP) soared to over 7 percent, a 
rate roughly double that achieved in 1979, the best economic per- 
formance of the country since 1974. The boom was consumer led, 

but received considerable support from greatly increased private 
sector investment. As in 1979, growth was fairly evenly distrib- 
uted among the various sectors. The balance of payments demon- 
strated impressive strength, showing a record surplus, despite a 
40-percent increase in imports and a midyear falloff in nongold 
mineral exports. While the merchandise trade account deteriorated, 
a substantially larger current accounts surplus was nevertheless 
achieved in the first 9 months of 1980 because of the doubling of 
the value of gold exports. There was an accompanying large outflow 
of capital, as South Africa used a portion of its gold bonanza to 
make net repayments on the country's foreign loans and trade fi- 
nancing. Gross foreign reserves climbed to a record $8.6 billion 
at the end of September. 


The inflation rate remained high in 1980, around 13.5 percent, as 
gold revenues swelled the domestic money supply. Demand-pull pres- 
sures mounted as bottlenecks caused by shortages of skilled labor 
began to appear. At the same time, despite a high level of job 
creation, unemployment among unskilled workers remained high. 
Nominal wages increased by around 22 percent and real wages by 8 
percent. 


While the value of gold produced again increased dramatically, 
there was a slight reduction in volume production. The rate of 
growth of nongold mineral exports fell in the third quarter of 

1980 in response to weak overseas demand. The agricultural sector 
had a rather good year, despite widespread drought, and manufactur- 
ing and construction activity surged. 


The outlook for the South African economy remains favorable, al- 
though the rate of growth is expected to fall off somewhat in 1981. 
While Government fiscal policy promises to be cautiously neutral, 
private consumption and investment demand are expected to remain 
high. Although the cost of consumer credit is expected to rise 
and long-term interest rates have already started edging up, near- 
capacity utilization of plants and high prices for minerals should 
stimulate a steady flow of new industrial investment. 
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Several factors, however, threaten to inhibit growth in 1981: the 
growing shortage of skilled labor; rapidly accelerating inflation; 
and balance-of-payment constraints, based on an adverse swing in 
the current account. While little can probably be done about the 
shortage of skilled labor in the near term, the inflationary prob- 
lem is believed to be controllable if appropriate fiscal and mone- 
tary policies are pursued. If the gold price remains in the $600 
to $700 range, balance-of-payment problems, too, should be manage- 
able. The economic downswing, therefore, should not be particu- 
larly severe or protracted, provided, of course, that no major 
adverse internal political developments or unforeseen externally 
originated shocks inflict serious harm on either the current ac- 
count picture or business confidence. 


U.S. exports to and imports from South Africa were both up sharply 
in the first half of 1980, and the United States regained its 
position as South Africa's largest supplier. In the first 6 
months, U.S. exports totaled $1.01 billion, 60 percent above the 
same period in 1979. U.S. imports from South Africa in the first 
half of 1980 rose by 37 percent. When the data for 1980 are tabu- 
lated, the result will probably be a trade deficit comparable to 
that recorded in 1979 ($1.2 billion). 


With a highly respectable rate of growth likely to be sustained 
well into 1981 and a large number of major development projects 
underway, the outlook for a continued strong demand for U.S. prod- 
ucts, especially capital goods, remains favorable. U.S. Govern- 
ment export controls and limitations on Export-Import Bank 
(Eximbank) activity continue to be obstacles to trade expansion, 
but are not expected to prevent significant further growth in 
American exports to South Africa. 


CURRENT ECONOMIC SITUATION AND TRENDS 


National Accounts--A Boom Period for the Economy 


Largely as a result of the stronger gold price, the South African 
economy developed a high degree of momentum in the first half of 
1980; there was a marked acceleration in economic activity over a 
broad front. Although the rate of economic growth began to slow 
down somewhat in the third quarter, the economy in early November 
was still in the strong expansionary phase of the business cycle. 
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Real GDP grew by 6.5 percent in the year ending June 30, 1980, up 
from 2.5 percent over the previous 12 months. In the first half 

of 1980, real GDP was 8.5 percent higher than in the corresponding 
period of 197. Although mineral exports were significant early in 
the year, the sustaining impetus to growth was surging consumer 
demand, with retail sales through August up 23 percent over sales 
in the first 8 months of 1979. Private consumption expenditure 

was stimulated by tax cuts in the March budget, rising employment, 
and freely available credit. 


All sectors of the economy--except gold mining--showed higher real 
growth in output in the first half of 1980. The volume of gold 
produced declined 4 percent as mines switched to production of 
lower grade ore. There was a substantial growth in private sector 
investment, particularly in mining and manufacturing (both up 27 
percent for the year ending June 1980). Government expenditure was 
restrained, more or less keeping pace with inflation, although some 
ministries, notably Defense, showed a substantial rand increase 
over 1979 expenditure levels. The Government's target was to keep 
the real increase in Government expenditures in 1980 at 2.7 percent, 
well below the real growth rate of the economy as a whole. 


Balance of Payments--Another Large Surplus, Thanks to Gold 


The surplus on current account in the year ended June 1980 amounted 
to R3.62 billion (R1.00 = $1.27), compared with R2.3 billion the 
previous year. South Africa's balance-of-payment position remained 
strong through the first 9 months of 1980; although, after a rec- 
ord first quarter, surplus on current account fell sharply during 
the second quarter. The second quarter decline was largely the 
result of a temporary drop in the price of gold, and led to concern 
that balance-of-payment considerations might choke off the booming 
economy. Higher gold prices again prevailed in the third quarter, 
however, and Finance Minister Horwood predicted a record current 
account surplus for 1980 of more than R3 billion ($4 billion). 
Achieving this target was expected to depend largely on the fourth- 
quarter gold price. 


A continued high gold price has proven essential to a healthy bal- 
ance of payments because of an explosive growth in imports and 
Sagging growth in merchandise exports. For the year ending August 
1980, imports were up over 40 percent. Nongold exports, on the 
other hand, showed increases of only 16 percent and have fallen off 
further in the second half of 1980. 
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The deteriorating merchandise export picture is caused by three 
factors: the recession in Western markets, a switch by some South 
African producers away from export markets, and the appreciation of 
the rand against other currencies. With the notable exception of 
coal, the volume export growth of most minerals has been restricted 
by falling or static foreign demand. Also, during boom conditions 
in the economy, South African producers have tended to concentrate 
on supplying domestic demand. In addition, the value of the rand 
has appreciated 10 percent against the dollar over the January to 
September 1980 period, further inhibiting merchandise export 

growth and stimulating imports. 


Notable rises in imports of defense equipment, petroleum products, 
transport equipment, textiles, and paper were recorded in the first 
half of 1980. Exports of base metals, chemicals, and textiles de- 
clined. Nearly half of the country's total exports were "unclassi- 
fied" goods, a category consisting largely of gold bullion and 
uranium. 


South African trade figures with individual countries are not 
available beyond March. However, for the first quarter of 1980, 
the figures show that the United States edged out the United King- 
dom and West Germany as South Africa's leading trading partner. 


The steep rise in imports and the acceleration of domestic economic 
activity have also resulted in a large increase in service payments, 
particularly dividend payments. These payments in the last quarter 
of 1979 and first quarter 1980 have been offset by an increase in 
service receipts, reflecting the high interest rates abroad. 


The capital account showed another large net outflow in the first 
half of 1980, amounting to R2,228 million ($2,829 million). Of 
this outflow, one-half ($1,443 million) was short-term capital. 
Most of the short-term movements were the result of switching 
trade financing from foreign to domestic sources, due to lower do- 
mestic interest rates. The long-term outflow largely represents 
repayment of foreign debt. 


The current account surplus has occurred because of the large in- 
crease in the value of net gold output and higher service payments, 
even while exports have declined and imports increased. South 
Africa has continued to add to its foreign reserves each month in 
1980. The increase largely reflects a withholding of gold from 
the market and repurchase of gold in terms of earlier swap agree- 
ments. At the end of September, South Africa's foreign exchange 
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reserves stood at R850 million ($1.1 billion), up 49 percent in 

the third quarter; the value of gold reserves increased to R5,880 
($7.5 billion). The current account surplus has been accompanied 
by a reduced outflow in short-term capital from the private sector 
after the discount on U.S. dollars in forward exchange transactions 
had been raised by the Reserve Bank, narrowing the gap between do- 
mestic and foreign financing of foreign trade. 


With the current account position remaining strong, the commercial 
rand continued to appreciate during the first 10 months of 1980, 
reaching R1.00 = $1.35 at the end of October. The financial rand, 
the medium for the movement of most investment capital into and 

out of the country, continued to fluctuate widely. The general 
trend was up, however, due to foreign buyer interest in SASOL and 
gold stocks. The Government announced in October that it had ap- 
proved direct foreign investments through the financial rand mech- 
anism of R700 million since February 1979. However, most of this 
new foreign direct investment was in the extractive sector; because 
of disinvestment, there was little apparent new net foreign invest- 
ment in the manufacturing sector. The financial rand at the end of 
October stood at rough parity with the U.S. dollar. 


Prices--Short-Term Inflation Prospects Remain High 


The rate of increase in consumer prices, which had slowed somewhat 
in late 1979 and early 1980, accelerated again in the second and 
third quarters of 1980. The early hope that there would be a de- 
cline in the inflation rate in the absence of major new oil price 
increases faded, and throughout most of 1980 inflationary pressures 
remained high. The rate of growth in the money supply accelerated; 
money and near money (M2) grew 23 percent in the year ending July 
31, 1980. In September 1980, the Government adopted more market- 
oriented methods of controlling the money supply: Bank credit 
ceilings were abolished, while liquid asset and cash reserve re- 
quirements were raised. 


Bottlenecks became more serious, especially in the manufacturing 
sector of the economy. There were shortages of skilled labor and 
some raw materials, and plant utilization approached 90 percent 
capacity. Although cost-push pressures remained the dominant im- 
petus to inflation, demand-pull factors also began to gain in sig- 
nificance in the South African inflationary picture. 


For the year ending in August, the consumer price index (CPI) was 
up 13.4 percent. Food prices, however, rose much faster, at a 20- 
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percent annual rate. The steep rise in food prices was the major 
contributor to the jump in the CPI. The lower income groups, es- 
pecially blacks, were particularly affected by the higher food 

‘prices, higher transportation costs (up an average of 15 percent), 
and increased rents. 


Inflationary pressures were ameliorated to some extent by compara- 
tively soft oil prices, a rapid rise in imports, and the strongly 
appreciating rand. 




























Labor 


South Africa is in the anomalous position of having both a surplus 
and a shortage of labor. While the overall level of unemployment 
remains high, the traditional shortage of skilled and semiskilled 
labor became an acute problem in 1980. The high level of eco-. 
nomic growth has aggravated the skilled labor shortage, while only 
modestly raising the employment level among unskilled workers. 
There is some real concern that continued economic growth will be 
stalled by a continued skilled labor shortage. 


Employment in nonagricultural sectors rose at an annual rate of 4 
percent in the first half of 1980. Mirroring this increase in 
employment, unemployment continued to decline. The official sta- 
tistics on black unemployment in nonagricultural sectors (which 
are widely believed to underestimate the problem) show a decline 
of 3.6 percent in the number of black unemployed for the year end- | 
ing in June. It is estimated that a growth rate of over 5 percent 
is required simply to keep pace with the 250,000 new annual en- | 
trants to the work force. The present somewhat higher rate appears 
to have permitted South Africa to actually reduce somewhat the vast 
pool of unemployed workers. 

| 


Unemployment among blacks, nevertheless, remains an extremely 
serious concern. The Government has announced a comprehensive 
employment strategy to deal with the problem. Key elements of 
this strategy include the pursuit of a high economic growth rate, 
the diversion of resources from the public to the private sector, 
and the changing of constraints and incentives influencing the 
market choice between labor and capital. The Government approach 
encompasses such measures as removing certain restrictions on the 
geographical and upward mobility of labor and allowing interest 
rates to rise to increase the relative cost of capital. 


In addition to these general approaches, it has been announced 
that new policies and programs will be devised and aimed at 
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specific sectors of the economy believed to be particularly sig- 
nificant for job creation: the informal sector, rural development, 
and small business development. The National Manpower Commission 
is also giving considerable attention to a problem closely akin to 
job creation--education and training. 


The shortage of skilled labor, along with the generally high in- 
flation rate, has put considerable upward pressure on wage rates. 
Total salaries and wages are likely to increase by as much as 22 
percent in 1980. Because the inflation rate is expected to be 
under 14 percent, wages are increasing substantially faster than 
prices. Consequently, real wages are estimated to have increased 
approximately 8 percent over the last year. The increase in real 
wages has contributed much to the current high level of consumer 
and business confidence. 


Mining--Slower Growth 


As previously noted, gold mining is the one sector of the economy 
that has actually recorded a modest decline in volume production 
in 1980. The dropoff reflected South Africa's policy of mining 
lower grade ores in periods of higher gold prices. The gold price 
fluctuated, falling to the $500 to $600 range in April 1980, ‘and 
rising again to $600 to $700 in the third quarter of 1980. The 
export value of gold output, up 55 percent in 1979, was expected 
to increase by approximately another 75 percent in 1980. 


After several years of rapid growth, South Africa's industrial 
minerals sector has entered a period of consolidation. The volume 
of nongold mining production was up 7.8 percent for the year end- 
ing in June. However, as the result of the recessionary condi- 
tions in South Africa's major trading partners, there has been a 
broad-based slowdown in the nongold mineral exports sector in the 
second half of 1980. Only coal exports continue to show a high 
rate of growth, with coal tonnage exported expected to rise from 
23.3 million tons in 1979 to 27.5 million tons in 1980. Platinum 
will show an increase in value because of the rise in the producer 
price from $420 to $475 an ounce. Exports of chrome ore, uranium, 
copper, vanadium, and the ferroalloys are all in the doldrums. 
Increased production of lead and silver is anticipated as a con- 
sequence of the opening of the Phelps-Dodge Black Mountain mine. 


New investment in gold mining increased 39 percent for the year 
ending June 30, and nongold mining fixed investment rose 27 per- 
cent. 
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Agriculture--Bad Weather, Good Crops, and High Prices 


Despite drought conditions prevailing over large areas of rural 
South Africa in 1979-80, the volume of agricultural production 
grew at a rate of about 5 percent. The volume of corn production, 
South Africa's largest crop, was close to record levels at around 
10.2 million tons (8.2 million tons in 1979). Corn exports were 
an estimated 3.5 million tons. Most of this went to Asia and 
Europe, with a lesser amount being shipped to neighboring African 
countries. The wheat crop was also good. However, the important 
export crop of sugar cane was hard hit by the drought in Natal. 
It was estimated that the 1980-81 crop would be only 1.65 million 
tons, a drop of 20 percent from the previous season. 


The gross value of agricultural production rose 28 percent for the 
year ended June 30, 1980, and farmers" income rose 25 percent as 
the result of larger crops and higher producer prices (up 18 per- 
cent). It would appear that the 1980 drought hurt the subsistence 
agricultural sector of the black homelands in general, while af- 
fecting only selected crops of the white commercial agricultural 
sector. 


The Secondary Sector 


This sector, comprising manufacturing, utilities, and construction, 
performed extremely well during the first 6 months of 1980. Manu- 
facturing production was up more than 10 percent over the same 
period in 1979. Durable goods production was particularly strong 
in the first half of 1980, with output of capital goods increasing 
in the second half. Construction activity was also up 9 percent 
in the first half of 1980. With Government restraining its capital 
expenditure, most construction was in the private sector. Automo- 
bile sales were another major growth area, up nearly 25 percent 
Over those during 1979. The iron and steel industry also exper- 
ienced brisk business conditions. 


The Economic Outlook for 1981: Somewhat Lower Growth 


The South African economy entered a period of very strong growth 
in 1980. While there were signs of slowing growth in the fourth 
quarter, the current boom is widely expected to last at least 
until the end of 1981. However, 1981 growth is unlikely to match 
the expected 1980 rate of 7 percent. 


Strong aggregate demand is expected to continue in 1981. Private 
consumption should hold up fairly strongly as recent wage and 
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salary increases have been substantial, earlier tax relief is still 
working its way through the system, and consumer confidence remains 
high. The Government is expected to tighten consumer credit soon, 
however, to curb spending. Interest rates are expected to rise, as 
investment demand should continue at a high level: The capital 
base still has much room for renewal and expansion, and mining ex- 
ploration is proceeding at a high level. Continued heavy invest- 
ment in building, transport, power, and manufacturing plants is 
anticipated. Agriculture is expected to show slightly lower 
growth. Only Government demand is expected to be restrained. Most 
observers forecast a neutral 1980 budget with a more cautious ap- 
proach. The buoyant Government revenue conditions that prevailed 
in 1980 should continue into 1981, allowing for at least a suffi- 
cient tax cut to eliminate fiscal drag (i.e., minimize the effect 
of inflation on income tax). However, the Government is unlikely 
to stimulate demand substantially by large increases in spending 

or major tax cuts, because it is concerned about overheating re- 
sulting from capacity limitations and the possibility of tax losses 
should the gold price fall suddenly. 


Major factors threatening to inhibit growth in 1981 are a shortage 
of skilled labor, inflation, and balance-of-payment restraints. 

The shortage of skilled labor will continue throughout the year as 
South Africa is unable to train the required numbers in the short 
term. A real danger exists that the inflation rate could rapidly 
accelerate as the economy approaches the full-employment level of 
production capacity (particularly in light of the skilled-labor 
bottleneck). Some economists predict an inflation rate of 17 per- 
cent by mid 1981. However, most observers feel that, provided ade- 
quate steps are taken to control the money supply, the 1981 infla- 
tion rate should not greatly exceed the projected 1980 level of 
13.5 percent. Even this level would, of course, seriously erode 
personal income, if, as anticipated, the rate of increase in wages 
is significantly slower. The balance of payments is highly depend- 
ent on the gold price, which is in turn dependent on economic and 
political factors largely out of the control of South Africa. 

Sharp fluctuations in the gold price over a short space of time are 
not unlikely. Such fluctuations can have a substantial impact on 
the domestic South African money supply, and thus significantly 
effect the level of demand within a relatively short period. 


It is widely felt that gold's contribution to the balance of pay- 
ments in 1981 is unlikely to match 1980's record level. The average 
London gold fixing for the first 10 months of 1980 was $615, double 
the average 1979 fixing of $308. The gold price is, however, unpre- 
dictable, and a higher average price cannot be ruled out. Even a 
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drastic fall in the gold price would probably not seriously affect 
growth in 1981, in view of South Africa's strong reserve position 
and ability to borrow. However, a low gold price could necessitate 
stringent monetary measures and, thus, lower the rate of economic 
expansion in ensuing years. 


Other components of South Africa's balance of payments are the 
merchandise trade account and the capital account. Import demand 
is expected to remain high in 1981, but with a lower projected 
growth rate of around 25 percent. A high percentage of imports 
will consist of raw materials and capital goods. The cost of im- 
ports will be affected by a 14-percent increase in Europe-to-South 
Africa freight rates effective January 1, 1981. The rate of growth 
in exports is also expected to drop as a consequence of the weak 
economic growth of South Africa's trading partners. The demand 
for industrial minerals, for example, is expected to remain soft 
until mid or even late 1981. 


A downswing on the current account of the balance of payments is 
possible in 1981, if the import bill continues to increase and ex- 
port growth decreases. Capital flows, on the other hand, are ex- 
pected to stabilize or even turn positive. Consequently, the 
balance-of-payment deterioration in 1981 may not be too severe. 
Assuming a relatively stable gold price, another (but smaller) 
surplus may again be attainable in the balance of payments. 


The overall impact of all these economic factors is that real 
growth will slow in 1981. Several banks and the prestigious Bureau 
for Economic Research at Stellenbosch University believe that the 
GDP will grow by around 5.5 percent in 1981. In comparison with 
the growth patterns of most industrialized nations, this rate 

would be favorable. This projection presumes that no major dete- 
rioration takes place in the external or internal political envi- 
ronment. The problem of Namibia, for example, remains and will 
continue to bring international pressure on South Africa to resolve 
the situation. It is also too early to gage the long-term effect 
of the Iran-Iraq war on the economies of South Africa's Western 
trading partners. A long-term reduction in oil supplies could 
hinder Western economic growth and negatively affect South Africa's 
mineral exports. Events in 1980 such as the SASOL plant sabotage 
incident, student strikes, and the bus boycott indicate elements 

of a domestic unrest that has existed at least since the Soweto 
riots of 1976. However, it is difficult to gage the long-term 
economic effect of such events. 
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IMPLICATIONS FOR THE UNITED STATES 


Prospects for U.S. Exports 


With sustained growth in the South African economy expected through 
1981, the outlook is for continued increases in U.S. exports to 
South Africa. In the first half of 1980, U.S. export sales to 
South Africa jumped almost 60 percent to $1.009 billion from the 
$632.3 million recorded in the first half of 1979. This trend 
continued into the second half of 1980 as demonstrated by the 
availability of shipping space, which remains extremely tight de- 
spite significant additional sailings between the United States 

and South Africa. It is unlikely that export increases on this 
order will continue, but current investment plans and supply short- 
ages in various segments of the economy will ensure continued de- 
mand for a wide variety of imported products and in particular U.S. 
source products. 


South African demand for imports from the United States remains 
principally for capital goods. South African manufacturers are 
capable of producing a broad line of consumer goods, and U.S. manu- 
facturers in this area have found that unless a product is particu- 
larly specialized, they experience the greatest success by estab- 
lishing local manufacturing facilities either directly or through 
licensing agreements. Capital goods sectors having the possibility 
of registering the most U.S. sales include computers, peripherals 
and other business equipment, mining and excavation equipment, 
electrical power equipment, building supplies and equipment, air- 
craft, avionics, and chemical processing equipment. There will 
also be continued opportunities for sale of U.S. engineering and 
design services as new projects and plant extensions continue to be 
brought forward. In many of these areas U.S. firms are already 
well positioned in the market with distributors and affiliates, but 
competitive bidding means that opportunities for new entrants with 
competitive products abound. 


Major investment projects currently underway or in the planning 
stages total over $45 billion. Major projects having the most po- 
tential for U.S. source procurement over the next 18 to 24 months 
include Electric Supply Commission (ESCOM) generating projects 
totaling $14 billion over the next decade, an ethanol plant to be 
built by Sentrachem, extensions of the SAPPI Ltd. timber paper and 
pulp plant, a dry dock facility at Port Elizabeth to be built by 
South African Railways .and Harbours Administration, a sugar refin- 
ery to be undertaken by Hulletts Corp. and a synthetic rubber and 
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carbide plant to be operated by a subsidiary of Sentrachem Ltd. 
Many of these projects involve U.S. engineering and construction 
firms or will use U.S.-made equipment. 


Investment 


The book value of U.S. direct investment in South Africa amounted 

to $2.011 billion at the end of 1979. There are approximately 350 
affiliates of American companies in South Africa. The U.S. Govern- 
ment neither encourages nor discourages American investment in South 
Africa. American companies considering investment in South Africa 
will wish to take into account both the economic and political sit- 
uation within the country including the impact of the system of 
legalized racial discrimination on long-term stability. Potential 
and current U.S. investors should also give careful consideration 

to relations with their nonwhite work force. The U.S. Government 
strongly urges U.S. firms to assume sufficient responsibility for 
the adequacy of their compensation and other benefits to permit a 
decent standard of living for all workers. It supports the Sul- 
livan Guidelines, which call for equal and fair treatment as well 

as advancement of black workers. 


In the recent past, U.S. banks have generally been fairly restric- 
tive in their lending to South Africa, particularly to the public 
sector, at least in part due to the social policies of the Govern- 
ment. Eximbank programs in South Africa were further limited in 
1978 by the Evans amendment. In late 1979, procedures were adopted 
by the U.S. Government to allow Eximbank guarantees to be granted 

to companies that could meet labor standards laid down in the amend- 
ment. As of this writing, no new Eximbank guarantees or insurance 
certificates have been approved since the end of 1978, and, although 
there have been several applications, no approvals appear imminent. 

















Export Administration Regulation Number 175 prohibits the sale of 
goods or unpublished technical data to the South African military 
or police. Standard commercial assistance and guidance in employ- 
ment practices for South Africa are available from the U.S. Embassy 
and Consulates General in South Africa, and from the U.S. Depart- 
ments of State and Commerce in Washington, D.C. 





LOOKING FOR A GOOD 


market 


research 
tool | 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, community, commercial, or 
economic conditions in more than 100 coun- 
tries. 

Included is all in-depth market research 
performed by Commerce's Export Develop- 
ment offices in support of the Department's 
trade promotion programs. 

About 50 reports, sent to Washington by 
U.S. Embassies and Consulates abroad, 
are received and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
U.S. Department of Commerce 
5285 Port Royal Road, 


Springfield, Virginia 22161 
Telephone: (703) 487-4630 


or your nearest 
U.S. Department of 
Commerce District Office 


or 
International Trade Administration 
Export Communications—Room 4009 
Attn: FMR Index 

U.S. Department of Commerce 
Washington, D.C. 20230 

Telephone: (202) 377-2373 





le 
1 


